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OATH OR AFFIRMATION

Elizabeth Eden swear or affirm that to the best of my knowledge and belief the accompanying financial

statement and supporting schedules pertaining to the firm of Collective Financial Services LLC as of

December 31 2008 are true and correct further swear or affirm that neither the Company nor any

partner proprietor principal officer or director has any proprietary interest in any account classified solely as

that of customer except as follows

Signature

Managing Director

Title

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Cash flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

II
Statement of Changes in Liabilities Subordinated to Claims or Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under

Rule 15c3-3 and the Computation for Determination of the Reserve Requirements Under Exhibit

of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with

respect to methods of consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the

date of the previous audit

Independent Auditors Report on Internal Accounting Control

Expires 5131/2013

This report contains check all applicable

For conditions of confidential treatment of certain portions of this filing see Section 240.17a-5e3
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INDEPENDENT AUDITORS REPORT

To The Board of Directors

Collective Financial Services LLC

We have audited the accompanying statement of financial condition of Collective Financial Services

LLC Inc the Company as of December 31 2008 and the related statements of income loss and

changes in members equity and cash flows for the year then ended that you are filing pursuant to rule

7a-5 under the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements based

on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Collective Financial Services LLC as of December 31 2008 and the results of its

operations and cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Pages through 10 is presented for purposes of additional analysis

and is not required part of the basic financial statements but is supplementary information required by

rule 17a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the

auditing procedures applied in the audit of the basic financial statements and in our opinion is fairly

stated in all material respects in relation to the basic financial statements taken as whole

LLC

Farmington Connecticut

February 24 2009

Members of

Leading Edge Alliance Kreston International American nstitute Certified Public Accountants Private Companies Practice Section Connecticut Society ci Certified Public Accountants

An Equal Opportunity Emp/oyer



Assets

COLLECTIVE FiNANCIAL SERVICES LLC

Statement of Financial Condition

December 31 2008

Current assets

Cash

Prepaid expenses

Total current assets

Liability and Members Equity

Current liability

Accounts payable and accrued expenses

Members equity

Total liability and members equity

10413

9706

20119

7708

12411

20119

The accompanying notes are an integral part of the financial statements



COLLECTIVE FINANCIAL SERVICES LLC

Statement of Income Loss

For The Year Ended December 31 2008

Revenues

Commission revenue
19275

Interest income

Total revenues
19278

Expenses

Commission expense
6053

Payroll taxes
1021

Insurance
3334

Professional fees
250

Rent
2250

Advertising
100

Office expenses
14

Dues and subscriptions
570

Fees and assessments
11734

State taxes
250

Licenses and registration
1839

Total expenses
27415

Net loss
8137

The accompanying notes are an integral part
of the financial statements



COLLECTiVE FINANCIAL SERVICES LLC

Statement of Changes in Members Equity

For The Year Ended December 31 2008

Balance beginning
10028

Net loss
8137

Capital
contributions

10520

Balance ending
12411

The accompanying notes are an integral part of the financial statements



COLLECTIVE FD4ANCL4L SERVICES LLC

Statement of Cash Flows

For The Year Ended December 31 2008

Cash flows from operating activities

Net loss
8137

Adjustments to reconcile net loss to net cash

used in operating
activities

Increase in

Prepaid expenses
9706

Increase in

Accounts payable and accrued expenses
7708

Net cash used in operating activities
10135

Cash flows provided by financing activities

Capital contributions
10520

Net increase in cash
385

Cash beginning of year
10028

Cash end of year
10413

The accompanying notes are an integral part of the financial statements



COLLECTIVE FINANCIAL SERVICES LLC

Notes To The Financial Statements

For The Year Ended December 31 2008

Note Summary of Significant Accounting Policies

Organization

Collective Financial Services LLC the Company is limited liability company formed on May 11 2007 The

liability of the member of the Company is limited to the members total capital contributions On March 19 2008

the Company was granted registration as broker pursuant to Section 15b of the Securities Exchange Act of

1934 the Act Under the Act the Company became member of the Financial Industry Regulatory Authority

FINRA in order to carry on business as registered broker FINRA approved the Companys membership

effective March 19 2008 upon which date the Company began operations as registered broker The Company is

licensed to sell securities in the states of Connecticut Kentucky Michigan New Hampshire New York Ohio

Virginia and Washington as of December 31 2008

Income Recognition

Commission income is recognized on the trade date of the underlying transactions

Cash Flows

For purposes of reporting cash flows cash and cash equivalents
include cash on hand and short-term investments

maturing within ninety days The following is supplementary cash flow information State taxes paid in 2008

totaled $250

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities the disclosure of contingent assets and liabilities at the date of the financial statements and

the reported amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates

Income Taxes

The Company has elected to defer the provisions of FIN 48 Accounting for Income Taxes under the provisions
of

FSP FiN 48-3 The Company uses FAS Loss Contingencies approach for evaluating uncertain tax positions

The Company continually evaluates expiring statutes of limitations audits proposed settlements changes in tax

law and new authoritative rulings

Note Regulatory Refluirements

Pursuant to the net capital provision of rule 5c3-1 of the Securities Exchange Act of 1934 the Company is

required to maintain minimum net capital as defined under such provision Net capital and the related ratio of

aggregate indebtedness to net capital may fluctuate on daily basis At December 31 2008 the Company had net

capital
and net capital requirement of $2705 and $5000 respectively The Companys net capital ratio is not in

compliance with Rule 5c3-1 at December 31 2008 On February 24 2009 the members of the Company

contributed $6000 to meet the net capital requirement

The Company is exempt from compliance with rules 5c3-3 and 7a- 13 under the Securities Exchange Act of

1934 because it does not hold any customer securities or customer cash



COLLECTIVE F1ANCIAL SERVICES LLC

Notes To The Financial Statements

For The Year Ended December 31 2008

Note Related Party Transactions

The Company leases its office space from an entity of common ownership This entity also provides certain

administrative and technical support to the Company at no charge Annual payments on the lease for the facility

are $3000 The lease expires on December 31 2012 Rent expense was $2250 for the year ended December 31

2008 of which $250 was payable as of December 31 2008

Note Provision for State and Federal Income Taxes

The members of the Company are taxed individually on their share of the entitys earnings Accordingly there has

been no provision for Federal income taxes included in the accompanying financial statements The Company is

responsible for certain state taxes which totaled $250 for the year ended December 31 2008 and are included in

accounts payable and accrued expenses on the statement of financial condition



COLLECTWE FINANCIAL SERVICES LLC

Computation of Net Capital

For The Year Ended December 31 2008

Total ownership equity from statement of
12411

financial condition

Deductions and/or charges

Total nonallowable assets from statement

of financial condition
9706

Net capital

2705



COLLECTiVE FINANCIAL SERVICES LLC

Notes to Computation of Net Capital

For The Year Ended December 31 2008

Nonallowable assets

Nonallowable assets from the statement

of financial condition

Prepaid expenses 9706

Net capital reconciliations

Net capital as reported in Part II of

Form X-17a-5 as of December 31 2008 2705

All audit adjustments were made to the amended FOCUS filing



COLLECTIVE FINANCIAL SERVICES LLC

Computations of Basic Net Capital Requirements

and Aggregate Indebtedness

For The Year Ended December 31 2008

Minimum net capital required 2/3% of $7708
514

Minimum net capital requirement of reporting

broker or dealer
5000

Net capital requirement
5000

Excess deficit net capital
2295

Excess net capital at 1000% Net capital less 10% of aggregate
1934

indebtedness

Computation of Aggregate Indebtedness

Total aggregate indebtedness
7708

Ratio of aggregate indebtedness to

net capital

2.8495

The members of the company made capital contribution of $6000 on February 24 2009

10
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IMEPENIENT AUDITORS REPORT ON INTERNAL ACCOUNTING

CONTROL REOUIRED BY SEC RULE 17a-5

To The Members

Collective Financial Services LLC

In planning and performing our audit of the financial statements and supplementary information of

Collective Financial Services LLC the Company as of and for the year ended December 31 2008 in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly we

do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices
and

procedures that we considered relevant to the objectives
stated in rule 17a-5g in the following

making the periodic computations of aggregate indebtedness or aggregate debits and net capital under

rule 17a-3a 11 and the reserve required by rule 17c3-3e and obtaining and maintaining physical

possession or control of all fully paid and excess margin securities of customers as required by rule 15c3-

Because the Company does not carry
securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the Company

in any of the following

Making the quarterly securities examinations counts verifications comparisons and the

recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices
and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices
and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition
and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 7a-5g

lists additional objectives of the practices and procedures listed in the preceding paragraph

Members of

Leading Edge Aliance Kreston nternationd American Institute a1 Certified Public Accountants Pnvate Companies Practice Section Connecticut Society of Certified Public Accountants

An Equal Opportunity Employer

COMPAN ILC
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KOSTIN
RJFFKESS

COMIAN LLC

Collective Financial Services LLC

Page Two

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses However as discussed below we identified certain deficiencies in internal control that

we consider to be significant deficiencies and others that we consider to be material weaknesses

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with accounting principles generally accepted in the United

States of America such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the entitys

internal control We consider the deficiencies described below to be significant
deficiencies

Commissions Certain errors were noted in the allocation of revenues earned between

registered representatives and an error was noted where the incorrect rate was used in

calculating the commission payout for registered representative As result of these errors

the amounts paid to the registered representatives were incorrect The errors noted were

immaterial to the financial statements taken as whole Management should produce detailed

calculations of commissions earned and paid on monthly basis to ensure allocations and

calculations are accurate

material weakness is significant deficiency or combination of significant deficiencies that results

in more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control We believe that the following deficiencies

constitute material weaknesses

General Review approval and certain transactions are initiated by the Chief Financial

Officer The Chief Financial Officer prepares and reviews the bank reconciliations receives

the bank statements and signs all checks Also there is no evidence of review of the bank

reconciliations Based on the size of the entity this leads to lack of segregation of duties

Management should seek to segregate certain duties to the extent possible given the size of the

organization The reviewer of the bank reconciliation should sign-off as evidence of the

review

12



KOSTIN
RUFFKESS

COMPANY LLC

Collective Financial Services LLC

Page Three

General Currently management does not possess the ability to assess accounting literature for

implications to financial statement reporting or prepare financial statements Management

should seek to acquire the capabilities necessary to assess financial statement implication of

accounting literature and prepare financial statements or hire an outside firm to prepare such

statements

Commissions There is not signed contract in place for the commission rate used for one

registered representatives payouts Management should draft contract as soon as

administratively feasible to document agreement on the commission rate

General Certain audit adjustments were required on the financial statements due to errors in

prepaid calculations deposit not recorded and certain expenses not being accrued The

cumulative effect of these adjustments are material to the financial statements taken as whole

and have been recorded in the financial statements

Prepaid expenses Certain errors were noted in calculations of the prepaid portion of expenses

because incorrect dates were used for the service period Management should ensure correct

service periods are used in calculations of prepaid expenses

We identified other control deficiencies that are of lesser magnitude than significant deficiency and

have been separately communicated

The Managing Director of the Company is aware of the deficiencies and is in the process of reviewing

the appropriate corrective actions

In addition we noted the following compliance matters

Compliance There were various compliance improvements suggested by F1NRA in their audit

letter dated December 30 2008 Management has taken the necessary steps to correct these

matters

Annual reviews No annual reviews were performed for registered representatives

Management should ensure that annual reviews are conducted each year and evidence of the

review documented

13



KOSTIN
RSUFFKESS

COMPANY LLC

Collective Financial Services LLC

Page Four

Net capital computations Net capital computations prepared by the company during the

period from January 2008 through February 24 2009 indicated that the company was not in

compliance with the requirements of rule 15c3-l and applicable exchange requirements at all

times during the period The Company is exempt from the reserve calculations under rule 15c3-

Management and the Companys members understand the obligation to meet net capital

requirements and the members are committed to make cash contributions to fund operations as

necessary

Net capital computations While the Chief Financial Officer reviews the monthly net capital

calculations there is no evidence of the review The Chief Financial Officer should sign-off on

the computations as evidence of the review

Net capital computations The minimum net capital amount on line 11 of the computation of

the basic net capital requirement is being calculated incorrectly on the second third and fourth

quarter reports It does not affect the excess net capital so no correction is deemed necessary

These deficiencies were communicated to the Managing Director on February 24 2009

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects
indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at December 31 2008

to meet the SECs objectives except for the deficiencies communicated in writing to management

described above

This report is intended solely for the information and use of the Members management the SEC the

Financial Industry Regulatory Authority the Securities Investor Protection Corporation and other

regulatory agencies that rely on rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by

anyone other than these specified parties

4w
Farmington Connecticut

February 24 2009

14
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